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How To Help Clients Fight Brokerage Abuse
by David E. Shellenberger, Attorney at Law
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Eight Economic Indicators Investors
Should Watch

Charles E. Hallam, Retirement Plan
ning Specialist at Dean Witter
Reynolds, Dallas, TX, contributes an
article describing the economic indi
cators that can have an impact on
the securities markets. By monitoring
these indicators, investors and their
advisers can make more informed
decisions about managing invest
ments. Hallam is a member of the
AICPA PFP Membership Section.
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Lessons Learned at the 1998 PFP
Technical Conference
Susan Frohlich, CPA, Technical Man
ager on the AICPA PFP Team sum
marizes the lessons learned in two
concurrent sessions on Life Insur
ance: “Current Trends in Life Insur
ance” by Ralph Bultman, CPA/PFS
CLU, ChFC of Bultman & Associates
Waukesha, WI, and “Life Insurance
Myths—Sex, Lies and Duct Tape” by
James Shambo, CPA/PFS, of Lifetime
Planning Concepts Colorado Springs,
CO. See pages 5 and 6

Murray E. Schwartzberg, Esq., techni
cal manager with the AICPA Special
ized Publications and Subsidiary
Rights Team, summarizes “The CPA
as Trustee and Adviser to
Trustees,"the guidance on the role of
the CPA as trustee or adviser to
trustees presented by Ronald J. Linder
of Delagnes, Mitchell & Linder CPAs
(San Francisco). See page 11.

can Institute of

broker by obtaining a Central Registration
Depository (CRD) printout. The CRD,
available from each state’s division of
securities, indicates a broker’s employ
ment history, any disciplinary record and
any judgments, arbitration awards or set
tlements. The CRD also includes registra
tion information, allowing clients to deter
PAs who provide personal finan
mine whether the broker is registered to
cial planning services to clients
do business in the client’s state of resi
benefit them through valuable
dence.
counsel that can improve their security

David £ Shellenberger, a Boston attorney,
has a national practice representing
investors in securities arbitration. In this
article, he discusses how planners can help
their clients prevent, detect and resolve bro
kerage abuse

C

and wealth. One of the services that plan
ners can provide is to help their clients
steer clear of problems, recognize miscon
duct and resolve claims associated with
brokerage abuse.

Preventing Problems
Brokers are compensated largely on
the basis of commissions. Therefore, they
have an incentive to recommend transac
tions that benefit them, but may be detri
mental to their customers. This creates a
conflict of interest.
Most brokers are honest and do their
best to advise their customers properly.
However, most investors are unable to
evaluate the quality of the advice they
receive. This means they can be taken
advantage of by unscrupulous brokers.
In view of these facts, many investors
should use alternative services. Many
sophisticated clients can select their own
no-load mutual funds. Other clients may
use your services or those of the invest
ment managers you refer them to. You can
advise clients who choose to maintain
brokerage accounts to take several basic
steps to help prevent the mishandling of
their investments.

First, clients should investigate their

Continued on page 2

TRENDWATCH
Earnings and withdrawals of Roth IRAs
may not be tax free in some states. Con
gress created Roth IRAs to allow people
who meet certain criteria to set aside up to
$2,000 a year of after-tax income for Indi
vidual Retirement Accounts. Thirty states
exempt distributions from taxes because
they either follow federal policy, have no
income tax or exempt Roth IRAs. The Dis
trict of Columbia and the remaining states,
however, will need to change their laws to
exempt the Roth IRAs from taxes. The
remaining states are Alabama, Arizona,
Arkansas, Georgia, Hawaii, Idaho, Indiana,
Iowa, Kentucky, Maine, Massachusetts,
Minnesota, Mississippi, New Jersey, North
Carolina, South Carolina, Oregon, South
Carolina, West Virginia and Wisconsin.
“Uh-Oh!” Forbes, February 23, 1998, page
27, and “‘Roth IRA May Be Subject to
State Income Taxes,” Lawyers Weekly (Feb
ruary 23,1998), page 22.

Continued on page 2
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How To Help Clients Fight Brokerage Abuse

(continued from page 1)

Continued from page 1

Some states must also act to protect
owners of Roth IRAs from creditors if
they go bankrupt. Roth IRAs may not
be protected from creditors for two rea
sons. First, twenty-four state statutes that
protect IRAs refer to §408 of the Tax
Code. Roth IRAs, however, are covered
by §408A, which is not a subsection of
§408, but a separate section. Secondly,
ten state statutes (including five of the
above-mentioned twenty-four) that pro
tect IRAs don’t protect “nondeductible
contributions” to an IRA or earnings on
those contributions.

Most states probably will amend
their laws to correct these problems, and
some lawyers argue that state statutes
that refer to §408 implicitly cover Roth
IRAs under §408A. Planners may want
to advise clients who have a high-risk of
being sued of the potential liability.
‘“Roth IRA’ May Lack Protection From
Creditors,” Lawyers Weekly USA, Febru
ary 9,1998, page 27. ♦

Second, in the case of small broker
age firms, clients should obtain a CRD
printout on the firm itself, including
identification of the firm’s principals.
Then they should order CRDs on the
principals. Often, the CRDs of small
firms and their principals reveal dis
turbing compliance records.

with conservative objectives should be
low. However, our law firm often han
dles cases in which commissions cost
the investor 30 percent or more per
year. Usually in such cases, the broker
simply converted capital to commis
sions, and the investor was virtually
guaranteed to lose money.

Third, clients should make sure they
understand all agreements before sign
ing them. Investors often unknowingly
sign forms allowing the use of margin
or authorizing the broker to effect
trades on a discretionary basis. (A dis
cretionary account allows a broker to
make buy-and-sell decisions for a cus
tomer on his or her own.)

■ Risky investments. If an investor
with conservative objectives has been
sold obscure stocks, limited partner
ships or options, this may be a sign of
unsuitable activity. A broker has a duty
to recommend investments that are
appropriate for the investor’s objectives,
financial status and investment sophisti
cation.

Fourth, clients should explain their
investment objectives and financial
circumstances to their broker, includ
ing the level of risk they are willing to
assume. They should confirm this
information in writing to the broker
and branch office manager of the firm.

■ Use of margin. The use of mar
gin (borrowing money from the broker
age firm to buy securities) often corre
lates with the mishandling of accounts.
Margin is appropriate for speculators,
not conservative investors. Brokers
often encourage the use of margin, how
ever, because it allows the purchase of
more securities. This, in turn, allows
brokers to generate higher commis
sions. The use of margin shows up on
monthly statements through margin
debits and interest charges.

Fifth, clients should make sure they
understand any investment before
authorizing its purchase. The more
complex securities usually are riskier
and offer brokers higher commissions.

Get Your Passport to Profitabili
ty—Become a PFS. Since only
CPAs can earn the Personal Finan
cial Specialist (PFS) designation—
the most exclusive designation
among financial planners—you
can get information on the PFS
designation by calling the AICPA’s
member satisfaction team at 1-800862-4272. Select menu #1 and ask
for a free PFS information package,
product no. G00055. The next PFS
examination will be given at more
than 250 sites nationwide on June
19,1998. You must register between
April 15 and May 21. You can read
about how to prepare for the exam
ination in the next issue of Planner

Finally, clients should monitor the
level of activity in their accounts. Gen
erally, in conservative accounts, the
activity should be light. Most securities
should be held long term (for example,
a year or more). Total commissions,
including mark-ups and mark-downs
on over the counter securities, should
represent a small percentage of the
account equity (for example, 3 percent
or less).

Detecting Misconduct
Planners are often in a position to
detect the mishandling of clients’ bro
kerage accounts. They may review bro
kerage accounts in the course of review
ing assets, preparing tax returns and
advising clients about their estates.
You and your clients should be alert
to the following common signs of possi
ble mishandling of accounts:

■ Heavy trading. As noted above,
the activity of an account of an investor
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■ Large losses. You and your
clients should always be alert to large
losses in an account. Although the bro
ker may try to attribute these losses to
Continued on page 9
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Eight Economic Indicators Investors Should Watch
Contributed by Charles E Hallam
when consumers tend to reduce pur
yclical changes in the economy
chases, a decline in retail sales could
can have an impact on financial
result. A rise in retail sales might be
markets—and on the perfor
foreshadowed
by relatively low or
mance of an investment portfolio. Keep

declining
unemployment.
A change in
ing abreast of these changes can help
consumption
levels
influences
the rate
investors and their advisers spot both
at which businesses produce and stock
opportunities and danger signals. One
goods.
way that investors and their advisers can
keep tabs on the economy is by watch
3. Industrial Production. The Industri
ing eight economic indicators that can
al Production report provides a measure
cause strong reactions in securities mar
of the output of manufacturing, mining
kets. These indicators fall into two cate
and utility firms and reflects ongoing
gories: consumer and business indica
contractions and expansion in overall
tors and broad indicators that measure
business activity. This report, particular
inflation. The indicators are released
ly for the manufacturing sector, is
monthly and are published in most
watched closely for clues regarding the
newspapers.
future direction of the economy. The
components of industrial production are
durable and nondurable goods, business
Consumer and Business Indicators
equipment and consumer goods. This
1. Employment Situation Report Usu
report is usually released late in the sec
ally released on the first Friday of each
ond week or early in the third week of
month, this report provides extensive
the month.
information about current economic
4. Housing Starts. In addition to the
conditions by measuring ongoing activi
components of retail sales, consumer
ty in the nations labor markets. This
demand is also reflected in new resi
report is also the basis for many other
dential construction. The Housing
indicators that are released later in the
Starts report, released in the third
month.
week of the month, measures the total
The report’s statistics include the
number of private single and multi
nationwide unemployment rate, total
family homes on which construction
civilian employment, nonfarm payrolls
began in the prior month. Wage levels
and hours worked. Wage measurements
and mortgage interest rates are the key
include average hourly and weekly earn
factors that influence new home con
ings. A sustained increase in these mea
struction. This report also contains
surements can be a positive sign for the
data on the number of new building
economy, indicating that businesses are
permits, which can be a reliable indi
hiring more workers and that employees
cator of future residential construction
are earning more. Conversely, a sus
activity.
tained decline in these measurements
5. Durable Goods. Durable goods are
can indicate an economic downturn.
defined as items with a minimum life
Frequently changes in wage levels and
expectancy of three years. Examples
employment are accompanied by
include primary and fabricated metals,
changes in consumer spending.
machinery and transportation equip
2. Retail Sales. Households play a piv
ment. This indicator is important
otal role in the economy, driving busi
because it provides a snapshot of corpo
ness activity through consumption. The
rate investment in plant and equipment
Retail Sales report covers consumer
used for production. Business spending
purchases of a broad range of durable
for production has a multiplier effect on
and nondurable goods, including food,
the economy—higher production
gasoline, apparel, automobiles, pharma
means more people are employed and
ceutical products and general merchan
earning wages, which will increase the
dise. This report is released in the sec
demand for consumer goods. This
ond week of the month.
increase, in turn, leads to more produc
tion, and so on.
In times of high unemployment,
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Broad Economic Indicators
Measuring Inflation
Inflation is usually defined as “price
escalation.” Since each dollar buys less
in a period of rising prices, inflation
reduces the “purchasing power” of the
dollar. Inflation has broad ramifications
for the overall economy—and directly
affects the value of investment returns.
The Producer Price Index, Consumer
Price Index and Gross Domestic Prod
uct Implicit Price Deflator all measure
price increases and, therefore, also mea
sure inflation.
6. Producer Price Index (PPI). The
PPI reports on the prices received by
domestic wholesalers at three process
ing stages: crude materials, intermedi
ate goods and finished goods. Securities
market participants focus on the fin
ished goods category. The index is
released late in the second week or
early in the third week of the month.
7. Consumer Price Index (CPI). Usu
ally released in the second week of the
month, the CPI measures the average
price change for a fixed market basket
of goods and services. The index
includes prices paid by consumers for
food, clothing, fuel, transportation,
housing, home furnishings, medical
care and other services purchased on a
day-to-day basis.
8. Gross Domestic Product Implicit
Price Deflator (GDP Deflator). GDP is
the broadest measure of economic
activity, reporting the market value of
the nation’s total output of goods and
services over a given period of time.
The GDP Deflator represents the sum
of price movements in personal con
sumption expenditures, gross private
domestic investment, net exports and
government purchases of goods and
services. The GDP report is released
in the third or fourth week of the
month. ♦
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Lessons Learned at the 1998 PFP Technical Conference
bility of the capital that has flowed into
nlike some previous years, this
developing countries as investors pull it
year Mother Nature favored
out. Citing Japan as an example, Allyn
the annual PFP Technical
Conference held January 12-14 said
in the risk is that governments will
forget how much they need cross-border
Orlando, Florida at the Hilton at Walt
securities transactions.
Disney World Resort. Despite the sun
shine, conference participants stayed
■ Excess capacity. This may be
indoors soaking up the technical
good for the consumer, but not for the
information, planning strategies and
company and its investors. Allyn cited
practice management and develop
particularly the excess capacities in the
ment guidance offered by a strong
Asian auto market, hot-rolled steel, tele
group of speakers.
phone and financial markets.

U

Leading off the conference, Maureen
Allyn, chief economist at Scudder
Stevens & Clark (New York) spoke
about “The Economy: Changes on the
Horizon and the Impact on Your Prac
tice.” Allyn was less bullish than was
Abby Joseph Cohen who spoke at the
AICPA Investment Planning Confer
ence last June in New York City. Allyn
said she was amazed at the complacen
cy of investors despite the current activ
ity in global markets. “There are real
risks out there,” she said, “and they're
coming this way.”

The risks Allyn cited included:

■ Capital flight. At risk is the via

■ Credit risk. Allyn predicts big
losses on international and domestic
credit.

■ Deflation. Deflation does not
need to be bad, Allyn said. However,
since global consumer prices are run
ning at 5 percent inflation, the risk of
deflation is already showing in prof
itability, which Allyn predicts will be
less than 5 percent this year.
With these risks come opportunities.
Among the opportunities, Allyn said,
are global growth companies and tech
nology investment (Technology compa
nies are a source of innovation, but there
are survivorship risks.) Other opportu
nities include bonds and
Japanese and Middle East
ern investments. At 4 per
cent, Japan’s return on
equity has hit new lows,
which offers good value.
Investment in the Middle
East has been made more
attractive by macroeco
nomic reforms and regula
tory changes.

Personal Marketing
Programs

Bill Goldberg, Chair of the PFP Executive Committee, pre
sents the Distinguished Service Award to Lyle K. Benson, Jr.
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After Allyn’s presenta
tion, the focus of the con
ference shifted to practice
management issues with a
presentation entitled “A
Personal Marketing Pro
gram for Ambitious Plan
ners” by Lyne P. Mane
scalchi, Managing Direc
tor of Marketing at Larson
Allen Weishar & Co., LLP
(Minneapolis, MN). Mane
scalchi guided participants

through the process of developing a per
sonal marketing program. Based on an
analysis of their present situations, par
ticipants could build a program that
defined such elements as their posi
tioning-image, marketing talents and
primary and secondary special service
and industry areas, along with new
areas of interest and development. The
personal marketing program includes
developing an ideal-client profile, a list
of major referral sources, and a list of
prospects.

Manescalchi urged planners to plan
three or four monthly marketing assign
ments related to new opportunities,
client satisfaction and retention, net
working with referral sources, industry
involvement and prospects. Some of
these areas were discussed by
Manescalchi in “Assign Yourself a More
Lucrative
Practice”
in
Planner
(April-May 1997).
After the general sessions presented
by Allyn and Manescalchi, the confer
ence broke out into concurrent sessions
that addressed a variety of technical and
practice issues. It’s impossible to cover
all forty-one concurrent sessions (some
were offered twice) and two additional
general sessions in adequate detail in
these pages, so we’ll provide highlights
of a few. Readers can obtain tapes of the
sessions (see pages 8 and 9).

The IRS and FLPs
Rick J. Taylor, CPA, discussed “Mak
ing Effective Transfers With and With
out Family Limited Partnerships
(FLPs).” According to Taylor, who is
with Clifton Gunderson, LLC, Milwau
kee, WI, a primary objective of the FLP
arrangement is to achieve valuation
discounts, for estate and gift tax pur
poses, on the partnership’s underlying
assets. The IRS, however, has issued
several unfavorable letter rulings that
suggest the Service “wants to get rid of
FLPs” because it views them as tax
avoidance devices. Taylor urged confer
ence participants to document the non
tax reasons for using FLPs and to
demonstrate that an FLP has a legiti
mate business purpose. Taylor also
briefly discussed the use of alternative
transfers including outright gifts,
installment sales, GRATs, private annu
ities and charitable lead trusts among
other alternatives.

PFP DIVISION

Roth IRAs
Interest in Roth IRAs was, of course,
high among conference participants.
Robert S. Keebler, CPA, MST, drew a
standing room crowd for his early
morning presentation on Roth IRAs,
which was added to the conference pro
gram after the conference brochure was
mailed. Keebler, the author of A CPA’s
Guide to Making the Most of the New
IRAs (New York: AICPA, 1997; product
no. 029480), sees the suspension of the
minimum distribution rules at age 70⅟2
as the premier advantage to the Roth
IRA holder. He believes that most
clients will hold both Roth IRAs and
traditional IRAs. The tough decision for
clients will be knowing how much to
convert from their traditional IRAs to
Roth IRAs. [Note: Starting in 1998, an
individual can contribute to a new Roth
IRA. Contributions are nondeductible,
but earnings build up tax free and the
IRA holder can pull out money (plus
earnings) without any federal income
taxes, as long as the account has been
open at least five years and the IRA
holder is at least 59⅟2 years of age. Up to
$2,000 can be contributed annually by
each spouse. The contribution phase-out
ranges are $150,000—$160,000 AGI for
married couples filing jointly, $95,000—
$110,000 for single filers.

Keebler cited a website for more
information about IRAs: rothira.com

Roth IRAs were also discussed by
Marvin R. Rotenberg, National Director,

Life Insurance Trends
by Susan Frohlich, CPA
mong the topics covered by Ralph D. Bultman, CPA/PFS, CLU,
ChFC, in his session Current Trends in Life Insurance, were the
effects of technology, the economy, and medical advances on the
life insurance industry. Advances in technology have brought individuals
the ability to purchase term insurance over the Internet. This advance
also has risks because an individual may not properly evaluate whether
the insurance is appropriate for the circumstances or the company is
solid. Technology has also resulted in changes in the distribution of life
insurance. With computers, agents can sell to a large group and admin
ister a large group plan without relying on a home office mainframe.
This makes for more competition and personal service. Agents also may
have better access to information from their home offices through the
use of company intranets, which can help them and their customers.

A

There have also been changes in insurance policies. Since term rates
have declined over the last few years, Bultman urged participants to
review policies that are at least five years old. Better pricing may be
available, especially if the insured is in good health. Underwriting stan
dards have also been changing because of medical advances. What
underwriters thought was a major health problem a few years ago may
no longer be considered an underwriting problem.

Reviewing Troubled Policies
Troubled insurance policies also continue to emerge. Planners and
their clients may need to address problems related to policies sold using
overly optimistic projections and assumptions, in addition to inadequate
illustration disclosures. It is critical to review a client’s existing policy
and any documents given to the insured, and to have the client request
an in-force illustration to determine if the policy is performing as antic
ipated.
Bultman provided some tips on spotting a troubled policy. For exam
ple, the original illustration may have only gone out to 20 years, and may
not have shown that it could not sustain itself after that. Bultman noted
that policy illustrations to age 100 are becoming more common as peo
ple live longer, and the agent should insist on it.

Other trends in the industry include decreases in the number of
households with life insurance purchased from an agent and in the num
ber of life insurance agents, and the growing reliance on worksite life
insurance, which is often unavailable or too expensive to keep when an
employee leaves the job.
Bultman emphasized that there are five important questions to
answer when planning for life insurance:
1. What kind to buy?

2. How much to buy?
3. Who should be the owner?

4. Who should be the beneficiary?

Maureen Allyn, Chief Economist, Scudder
Stevens & Clark, tells conference partici
pants about the changes in the economy on
the horizon and their impact on planners’
practices.

PFP DIVISION

5. Where should the premium dollars come from? ♦
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Continued from page 5
Retirement Services, at BankBoston
Private Bank in his session entitled
“Estate Planning, Retirement Distribu
tions and Philanthropy: Working
Together to Maximize Benefits.” In
addition to the suspension of the mini
mum distribution rules at age 70⅟2,
Rotenberg offered the following reasons
to convert to the Roth IRA:

■ The taxpayer’s tax bracket will
be the same or higher in retirement.
■ Special favorable tax attributes
are available to the taxpayer in 1998,
1999, 2000 or 2001, including charitable
deduction carry forwards and invest
ment tax credits.
■ The taxpayer can name a new

Life Insurance and Private Pension Plans
by Susan Frohlich, CPA
ames A. Shambo, CPA/PFS, in his session on insurance, Sex, Lies,
and Duct Tape, provided a detailed review of private pension plans.
His presentation included the highly attractive aspects used to sell
them (the sex), the things not shown in the illustrations (the lies), and the
potential disasters that even duct tape cannot fix (a mechanical friend
once explained that duct tape can fix anything!).

J

The goal behind using life insurance as a private pension plan is not
obtaining the life insurance itself, but rather being able to grow invest
ments tax free, withdraw the cash value, and exclude the amount from
income taxes upon death. However, if the policy lapses, the outstanding
loans and interest will become income in the year of lapse. [Note: A
policy lapses when the owner fails to pay a premium within the grace
period.] This is the most significant risk in a private pension plan.
As for the lies, Mr. Shambo noted that a planner needs to look into
all the nonguaranteed elements of the policy and the age when the client
will surrender the policy and will elect to take the cash value to deter
mine whether there is any real benefit to the tax deferral. In presenting
various scenarios of the tax deferral, he showed that only if all assump
tions go according to plan will there be any significant benefit of distri
butions from the policy over the after-tax distributions from a taxable
investment. In many cases the taxable investment is better.

beneficiary without using the recalcula
tion method.
■ A Roth IRA allows a four-year
spread for the payment of income taxes
only for conversions in 1998, thereby
providing a slight deferral of taxes com
pared with the traditional IRA.

Rotenberg also cited several unan
swered questions about the Roth IRA:
■ If the client is in pay status (age
70⅟2) and converts to a Roth IRA, can
the required minimum distribution in
the year of conversion be rolled over or
must it be included as income that
year?
■ Can an inherited IRA be con
verted to a Roth IRA?
■ Will the income tax paid on the
conversion be added to income related
to taxability of Social Security income?

After discussing the Roth IRA,
Rotenberg covered the Multi-genera
tional IRA, a BankBoston Private Bank
product, which is an IRA that allows
the beneficiaries to extend the income
tax deferral past the lifetime of the
original owner. Similarly, he walked
participants through the outcomes of
gifting retirement income during life.

Using Technology
Nowadays almost every conference
must address the impact of technology
on the provision of personal financial
planning services. This conference
approached these issues from two per
spectives. In one session, Steven I.
Levey, CPA/PFS, shareholder/director

Insurance policy disasters can come from many sources, including a
market downturn after withdrawals begin, actual performance below
that of the illustration or just the high mortality costs of the policy as the
insured ages.
In taking the attendees through a sample Life Insurance Illustration
Questionnaire (IQ) prepared for a variable policy, Shambo described
how to uncover the policy risks and the right questions to ask the agents.
A yes or no answer in an illustration questionnaire is not enough. The
planner and client need to read the explanation. For example, a compa
ny answered “no” to the question, “Does the policy owner assume all the
investment risk?” But the explanation says this is only true when the
owner elects to invest premiums in the general account. However, the
purchaser of a variable policy is not planning to invest in the general
account, but in market rate instruments. These IQs, which are required
by some states, are a significant source of information and well worth
the time to read and understand. ♦
Stuart Kessler, AICPA Chair, addresses par
ticipants during lunch.
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opportunities abound.
The nation’s love affair with investments holds
enormous promise for individuals, companies, the
economy, the market itself - and most of all, CPAs.
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REGISTER EARLY
SEATING IS STILL AVAILABLE

June 11 - 12, 1998
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J.W. Marriott
Washington, D.C

Recommended CPE credit: 16 hours
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I,
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AND RECEIVE

$50 OFF
YOUR

REGISTRATION
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AICPA
CONFERENCE

conference
To give participants the opportunity to expand their
practice by offering clients investment planning services.

To provide participants with the technical expertise,
practical guidance, and practical management skills to
offer investment planning services. Further, provide
participants with the framework necessary to integrate
investment planning into a GPA practice as a new or
growing revenue source.

who should
ATTEND

• CPAs in public practice
• CPAs in small and mid-sized firms
• CPAs who act as consultants and who currently provide
investment planning services
• AICPA members of the PFP Section or PFS designation
• CPAs who do not currently provide investment planning
services but wish to add them to their practice

reasons to
ATTEND

• Training is uniquely targeted to the GPA
• Develop many of the technical, practical, and management
skills needed to provide investment advisory services.
• Gain the ability to deliver high-quality investment
services to your clients, many of whom are looking to
investment planners with the time-honored qualities
of integrity, objectivity, and independence as well as
an in-depth knowledge of tax-related issues.

• Gain access to the best and brightest financial experts
• Gain the ability to play an expanded role in assisting your
clients to further achieve their financial goals

• Enable your practice to continue to offer valuable,
marketable, and billable services for many years to come.

SUPER EARLY BIRD MEMBER FEE (prior to May 1): $600*
SUPER EARLY BIRD NONMEMBER FEE (prior to May 1): $700

SPECIAL AICPA MEMBER FEE (after May 1): $650*
NONMEMBER FEE (after May 1): $750

AICPA MEMBER GROUP FEE: $585 per person*

NONMEMBER GROUP FEE: $685 per person
* PFP Section and/or PFS Designates receive additional $50 OFF.

recommended
CPE

CREDIT

SIXTEEN (16) HOURS

conference

7:00 AM to 5:00 PM

7:00 AM to 4:00PM

REGISTRATION / MESSAGE CENTER OPEN

REGISTRATION / MESSAGE CENTER OPEN

7:00 AM to 8:00 AM

7:00 AM to 7:50 AM

CONTINENTAL BREAKFAST

OPTIONAL BREAKFAST ROUNDTABLES:

8:00 AM to 8:15 AM

INTRODUCTION
8:15 AM to 9:15 AM

WALL STREET UPDATE
9:15 AM to 10:15 AM

SEC: EXAMINATIONS IN THE NEW ENVIRONMENT
10:15 AM to 10:45 AM

BREAK AND EXHIBITS
10:45 AM to NOON

TURNKEY PROVIDERS PANEL

•

WEALTHY CLIENTS

•

DOCTORS

•

SELECTING FUND MANAGERS

8:00 AM to 9:00 AM

UPDATE: ASIAN & EMERGING MARKETS
9:00 AM to 10:00 AM

MARKETING IN A VOLATILE ENVIRONMENT
10:00 AM to 10:30 AM

BREAK AND EXHIBITS

NOON to 1:30 PM

10:30 AM to 11:45 AM

Luncheon and Luncheon Address
GLOBALIZATION OF MARKETS

CONCURRENT SESSIONS (select one)

GETTING REAL VALUE FROM
YOUR REAL ESTATE MUTUAL FUND

1:30 PM to 2:45 PM

INVESTMENT STRATEGIES
FOR CONCENTRATED WEALTH

CONCURRENT SESSIONS (select one)

OPPORTUNITIES IN BONDS TODAY
MANAGING THE INVESTMENT ADVISORY
PRACTICE
ADVANCED ASSET ALLOCATION
2:45 AM to 3:15 PM

BREAK AND EXHIBITS
3:15 PM to 4:30 PM

CONCURRENT SESSIONS (select one)

TAX ISSUES UPDATE
11:45 AM to 1:15 PM

Luncheon and Luncheon Address
1:15 PM to 2:30 PM

CONCURRENT SESSIONS (select one)
INVESTMENT STRATEGIES
FOR CONCENTRATED WEALTH

EQUITY PORTFOLIO MANAGEMENT & ANALYSIS

ADVANCED PRACTICE MANAGEMENT

TURNKEY USERS PANEL

BULLETPROOFING YOUR PRACTICE

ADVANCED ASSET ALLOCATION (repeat)
4:30 PM to 4:40 PM

CHANGE BREAK
4:40 PM to 5:55 PM

CONCURRENT SESSIONS (select one)

EQUITY PORTFOLIO MANAGEMENT & ANALYSIS
MANAGING THE INVESTMENT ADVISORY
PRACTICE (Repeat)

TURNKEY USERS PANEL (repeat)
6:00 PM to 7:00 PM

RECEPTION

2:30 PM to 2:45 PM

BREAK
2:45 PM to 4:00 PM

CONCURRENT SESSIONS

GETTING REAL VALLE FROM
YOUR REAL ESTATE MUTUAL FUND
BULLETPROOFING YOUR PRACTICE

AFFILIATIONS and DESIGNATIONS:
What Do They All Mean?

REGISTRATION
MAILING

FORM - THE

1 998

AICPA

INVESTMENT PLANNING CONFERENCE

INFORMATION

PAYMENT

Make all necessary corrections to the mailing label here. Please use
photocopies of this form for additional registrants.

INFORMATION

Full payment must accompany this registration form.

AICPA Member?

○Yes

PFP Members Section?

○No

Name

CONFERENCE REGISTRATION FEE

AICPA
Member

○ Yes

PFP Section
PFS Designate

○ No
NON
Member

Firm Name / Affiliation

Street Address

Suite

PO Box

City

State

Zip

ATTENDEE

M1

Regular Conference Fee

$650

$600

$750

M2

Early Bird Fee (registration by 5/11)

$625

$575

$725

M3

Group Fee (register 3 or more persons)

$585

$535

$685

M4

Super Early Bird Fee (registration by 5/1)

$600

$550

$700

INFORMATION

In accordance with the Americans with Disabilities Act, do you have any
special needs?
○ YES. (You will be contacted)
○ No.

Nickname for Badge

Business Phone Number

Name of Individual to Contact in Case of Emergency

Phone Number

○ Please bill my credit card (complete the information below).

$
Total Amount of Enclosed Check

○ VISA

CONCURRENT

o
o
o

6

7

O
O
O

8
9

10

○
O
O

11
12

13

PROGRAM CODE: IPC98

16
17
18

O
O
O

20

21
22

O
O
O

23
Signature

24

25

HOTEL RESERVATIONS:

AIRLINE RESERVATIONS:

FAX: (201) 938-3169

Make your travel arrangements now:

American Airlines
1-800-433-1790

VISA, MasterCard, or Discover only.

PHONE: (888) 777-7077

For further information call
AICPA’s Meeting and Travel
Services Department at

(201) 938-3232.

Or E-mail: conferences@aicpa.org

1968-451

4/98

$________________
Total Amount Charged to Card

REGISTRATION INFORMATION:

Register three (3) or more people
at the same time, from the same
firm, company, or government
agency.

Please note:
There will be no smoking during
conference sessions.

Exp. Date

Card Number

O
O
O

GROUP DISCOUNT:

Fee includes all sessions, conference
materials, two continental breakfasts,
two luncheons, refreshment breaks,
and reception. Hotel accommodations
and other meals not included.

○ Discover

SESSIONS

Please select one from each group.
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○ MasterCard

VISA, MasterCard, or Discover only.

MAIL: Complete and mail
to the address above.

JW MARRIOTT HOTEL
1331 Pennsylvania Avenue NW
Washington, DC 20004
(202) 393-2000
Single/double: $159

Star Files #S-9375

Delta Air Lines
1-800-241-6760
File #112494A

Accepted payment methods: Check,

VISA, MasterCard, or Discover only.
AICPA
Att: Meetings Registrations
PO Box 2210
Harborside Financial Center
Jersey City, NJ 07303-2210

CANCELLATION POLICY:
Full refunds will be issued provided writ
ten cancellation requests are received
by May 11, 1998. Refunds less a $75
administrative fee will be issued on
written request before June 2, 1998.
Due to the financial obligations incurred
by the AICPA, no refunds will be issued
on cancellation request received after
June 2, 1998.

Call hotel directly to make reservations.
In order to obtain the AICPA rate of
$159 single/double, identify yourself
as an attendee of the AICPA Investment
Planning Conference. The last date
that our group rate will be available
is 5/11/98. After this date rooms will
be on a space available basis only.
Please be advised the hotel could
reach maximum occupancy before
this date. All reservation requests
must be accompanied by first night’s
room deposit or guaranteed with
a major credit card. The hotel will
not hold any reservations unless
guaranteed by one of the above.

Continental Airlines
1-800-468-7022
Ref. Code #NLNJ2T
Discounts only available when you or
your travel agent book through the
800 number. It is advised that your
conference registration and hotel
reservation be confirmed prior to mak
ing your plans. The AICPA is not liable
for any penalties incurred if you cancel
or change your airline reservation.

(AICPA use only) - IPC98)

Investment Planning
The program of the conference was
developed in response to the increased
interest of personal financial planners in
helping clients to make sound decisions
about their investments. Consequently, sev
eral sessions focused on particular issues
associated with investment advising, for
example, “Balancing the One-Stock Port
folio,” “Active vs. Passive Management,”
“Regulatory Issues for New Investment
Advisor Registration,” and “Minimizing
Exposure to Litigation.”

Lyne Manescalchi works with conference participants in developing personal marketing pro
grams.

of Gelfond Hochstadt Pangburn & Co.,
PC (Denver, CO) guided participants on
“Evaluating Personal Financial Plan
ning Software.” He demonstrated many
of the more than 150 software programs
on the market that support asset alloca
tion, retirement planning, mutual fund
selection, portfolio management, pre
sentation and a variety of other func
tions needed by planners. Along with
advice on evaluating software, Levey
offered his view of the hardware basics
required to operate the latest versions of
these software, advising participants to
analyze the cost-benefits before upgrad
ing rather than purchasing new equip
ment.
Levey, of course, touched on the
resources available to planners on the
Internet, providing some Web addresses
of interest primarily to investment
advisers. Such sites were also provided,
along with a broad view of the Internet
and its resources by Eric E. Cohen,
CPA, of Cohen Computer Consulting
(Rochester, NY) in his session
“Unleashing the Internet for Tax and
PFP.” Cohen discussed the Internet’s
relevance to client expectations, the
changing environment in which busi
ness information is transferred, the
resources available to planners for
research, and the opportunities for mar
keting services. He explained the uses

PFP DIVISION

of mail lists, search tools, and push
technology and the benefits of news
groups and discussion groups. He dis
cussed the issues associated with secu
rity, standards and procedures, and
throughout his presentation, he identi
fied websites and other Internet loca
tions that may be useful to planners.

There were enough sessions for prac
titioners who focused on investment
advising primarily, as well as for planners
whose practices encompassed a broader
range of personal financial planning
issues. The program included sessions on
“Planning for Divorce,” “Uses of Charita
ble Trusts in Estate Planning,” “New Pen
sion Law Changes,” and “Use of Life &
Disability Insurance in Succession Plan
ning,” to name a few. Some of the ses
sions are summarized in these pages by
conference participants. Most are avail
able on audiotapes (perhaps the next best
thing to being there). ♦

For more “Lessons Learned,” see
“The CPA as a Trustee and Adviser to
Trustees” on page 11.

Top scorers on the PFS exam with Bill Goldberg, PFP Executive Committee Chair. The top scor
ers on the June 20, 1997, exam were Rex Leforgee (not in photo), Mark Watson and Joseph
Zura; on the November 8, 1997, exam: Kent Hulsey, Frank Forte, Jr., Janis Biggers and Carol
Snider Taylor.
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Another Chance to Listen to the Experts
If you missed the 1998 AICPA Personal Financial Planning Technical Conference, you can still benefit from the guid
ance offered through tape recordings of most of the sessions. The information provided will help you manage your prac
tice, work with clients and assist them in making sound financial planning decisions.

To order tapes contact Conference Copy Inc., 8435 Route 739, Hawley, PA 18428. Charge orders are accepted at 717-7750580 or by fax at 717-775-9671.
Tape no.
Session
PC1
Profitably Managing Your Investment Advisory Practice
Connie Brezik, CPA/PFS, Far West Financial PC, Caspar, WY & Scottsdale, AZ
Steven I. Levey, CPA/PFS, Gelfond Hochstadt Pangburn & Co., Denver, CO
Michael McMahon, CFP, CIMA, Investment Management & Research, Gastonia, NC
Mark Smith, CPA/PFS, CIMA, M.J. Smith & Associates, Denver, CO
01
The Economy: Changes on the Horizon and the Impact on Your Practice
Maureen Allyn, Chief Economist, Scudder Stevens & Clark, New York
02
A Personal Marketing Plan for Ambitious Planners
Lyne P Manescalchi, Larson Allen Weishair & Co., LLP, Minneapolis, MN
03
Update on AICPA PFP Activities
William Goldberg, CPA/PFS, Chair, AICPA PFP Executive Committee, KPMG Peat Marwick,
LLP, Houston
04
Active v. Passive Investment Management—What's Right for Your Clients
Carl J. Domino, CFA, Carl Domino Associates, LP, West Palm Beach, FL
James Stetler, The Vanguard Group, Malvern, PA
06
The Future of Personal Financial Advice
Louis Harvey, DALBAR, Inc., Boston
11
Making Effective Transfers Without Using FLPs
Rick J. Taylor, CPA, MST, Clifton Gunderson, LLC, Milwaukee, WI
12
Out of Chaos Finally Comes Order: New Pension Law Changes
Bruce Temkin, MSPA, EA, Louis Kravitz & Associates, Encino, CA
13
Practical Aspects of Optimization
Joanne L. Yachimec, CFA, Portfolio Associates, Chicago
14
Current Trends in the Life Insurance Industry
Ralph D Bultman, CPA/PFS, CLU, ChFC, Bultman & Associates, Waukesha, WI
15
The CPA as Trustee or Adviser to Trustees
Ronald Linder, Esq., CPA, Delagnes, Linder & Zippel, San Francisco
22
Estate Planning, Retirement Distributions & Philanthropy: Working Together to Maximize Benefits
Marvin R. Rotenberg, BankBoston, Boston
24
Life Insurance Myths—Sex, Lies and Duct Tapes
James Shambo, CPA/PFS, Lifetime Planning Concepts, Colorado Springs, CO
25
Evaluating PFP Software
Steven I. Levey, CPA/PFS, Gelfond Hochstadt Pangburn & Co., Denver, CO
31
Advanced Generation Skipping Tax Planning
Jeffrey J. Radowich, Esq., Venable, Baetjer and Howard, LLP, Baltimore
33
Balancing the One-Stock Portfolio
Darya Allen-Attar, CPA, Morgan Stanley, New York
35
Uses of Charitable Trusts in Estate Planning
Ralph D. Bultman, CPA/PFS, CLU, ChFC, Bultman & Associates, Waukesha, WI
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Tape no.
Session
42
The Stepping Stones to Financial Independence and Beyond
Dr. William G. Droms, Georgetown University, Washington, DC
James H. Wilson, CPA/PFS, Blackburn, Childres & Steagall, PLC, Johnson City, TN
43
Unleashing the Internet for Tax and PFP
Eric E. Cohen, CPA, MBA, Cohen Computer Consulting, Rochester, NY
44
Use of Life and Disability Insurance in Succession Planning
Charles L. Ratner, JD, CLU, ChFC, Ernst & Young, LLP, Cleveland
51
Creative Uses of the Marital Deduction
Sanford Schlesinger, JD, Kaye, Scholer, Fierman, Hays & Handler, New York
65
Planning for Divorce
John R. Connell, CPA/PFS, Causey Demgen & Moore Inc., Denver, CO
71
The CPA’s Role in Estate Planning
Houston D. Smith, Jr., CPA/PFS, Smith and Raab CPA Financial Planners, PC, Decatur, GA
72
How Valid Are Your Assumptions?
Martin Satinsky, CPA, JD, LLM, Martin Satinsky & Associates PC, Philadelphia
73
Improving Plan Presentations and Client Meetings
Karen A. Barnhouse, CPA/PFS, CFP, KB Financial Advisors, Inc., Silver Springs, MD
74
Beyond the Business Plan: What It Really Takes to Succeed in Financial Planning
Beth C. Gamel, CPA/PFS, Tax & Financial Advisors, Lexington, MA
75
Minimizing Exposure to Litigation
Tracy Pride Stoneman, Esq., Susemihl & McDermott, PC, Colorado Springs, CO
76
Regulatory Issues for New Investment Advisor Registration
Jacqueline H. Hallihan, National Regulatory Services, Inc., Lakeville, CT

How To Help Clients Fight Brokerage Abuse
Continued from page 2
“bad luck” or market conditions, the
actual cause may be the broker’s own
misconduct. In recent years, as markets
soared, our firm has handled many
cases in which brokers have defrauded
investors
through
recommending
obscure stocks with little or no merit,
resulting in the loss of all or almost all
of the capital invested.

Resolving Problems
Once you determine that a client’s
brokerage account may have been mis
handled, you should discuss this with
your client. It is not necessary for you to
express an opinion as to misconduct or
liability. Rather, you may simply alert

PFP DIVISION

your client that the account activity
should be examined in view of your
observations. Clients generally will be
grateful for your diligence. They also
usually will be receptive to a referral to
explore whether their legal rights have
been violated.

Most disputes between investors and
brokerage firms are resolved through
arbitration. Although the arbitration sys
tem may need some improvement, arbi
tration is at least more expeditious and
less expensive than litigation. Brokerage
agreements usually include mandatory
arbitration provisions. Even in the
absence of such a provision, a customer
can compel a broker or firm to submit to

arbitration pursuant to the rules govern
ing the brokerage industry.

Conclusion
Each year, many investors lose their
savings through broker misconduct.
Planners who help their clients prevent,
detect and resolve problems with their
brokerage accounts provide a valuable
service. ♦
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Investment Policy: How to Win the
Losers Game (2nd edition) by Charles
D. Ellis, Irwin Professional Publishing

Reading Recommended by Planners
n the last issue of Planner, we asked
readers to recommend books that
they’ve found useful in their prac
tice. The responses were varied, includ
ing books on personal development as
well as technical and practice manage
ment topics. Some books were submit
ted by more than one planner, and some
planners submitted more than one title.
One submission was a videotape, not a
book.

I

Our thanks to the contributors for
taking the time to respond. Their names
will go into the hat for the drawing for a
free copy of Omniscience™—The Info
base of Financial Planning Ideas 3.1.
We'll announce the winner in our next
issue.

Common Stocks & Unommon Profits by
Philip A. Fisher, John Wiley & Sons
The only infallible method of buying
and selling stock. There’s only one prob
lem—it’s a great deal of work.

Barry M. Lubrant, CPA/PFS

For financial planners advising on
client’s investments, this book is a great
source for understanding and being
reminded of establishing a clear invest
ment policy with the client. The book
builds to the reason investment policy is
important and the implementation of
that policy.

The Excellent Investment Adviser by Nick
Murray

This book is excellent for developing
your own mind-set. It is a very positive
book. It helped me to frame issues that I
was previously unable to grab a hold of.
It helps you achieve your goals in an
everyday manner. I found it to be a very
refreshing book.
Armond A. Dinverno, CPA

Albert J. Zdenek, Jr, CPA/PFS
Life and Death Planning for Retirement
Benefits by Natalie Choate, Ataxplan Pub
lications (Boston, MA; 1-800-247-6553)

This is an easy-to-read retirement
guide written for practitioners, which
explains the rules, provides case studies
and offers options.

Susan Kimmel, CPA

Here are their recommendations:

This book helped me overcome the
fear of asking for what I want. Any
thing is possible if you dare to ask. Very
good!

The book details how one person
(Nick Murray) built a very successful
money management practice. It helped
me to focus on what I was trying to
accomplish in my practice and has
helped me to develop a framework to
reach my goal.

Richard H.J. Sheridan, CPA

Mark David Rosenfeld, CPA/PFS

The Alladin Factor by Jack Canfield and
Mark Victor Hansen, Berkley Books.

Asset Allocation: Balancing Financial
Risk by Roger C. Gibson, Irwin Profes
sional Publishing

This book teaches the implications of
modern portfolio theory and explains
how to educate clients and involve them
in their investment process.
Susan Kimmel, CPA

Best Practices for Financial Advisors by
Mary Rowland, Bloomberg Professional
Library
This is a compilation of the real prac
tice procedures and tactics used by fiftyfive top financial advisors. There is a
wide range of technical subjects from
how to pick the best conferences to how
to pick the best mutual fund. Client
acceptance criteria and management get
good coverage. A very valuable
resource/references
Carol Angel, CPA, ChFC

The Millionaire Next Door by William D.
Danko and Thomas J. Stanley,
Longstreet Press
I often recommend this book to
clients to emphasize three very impor
tant steps to wealth accumulation:

1. Hard work

NEW AICPA PUBLICATION JUST PUBLISHED!
PFP Section Members SAVE 20%!
CPA’s Guide to Making the Most of the New IRAs (No.
029480PFP01) Sweeping changes in the Internal Revenue Code
provided the deepest tax cut in 16 years. Along with the current
tax legislation, there are provisions for new IRAs that exhibit many sig
nificant opportunities. One key aspect allows taxpayers to convert exist
ing IRAs to Roth IRAs, but that potential window of opportunity to get
major tax savings for qualified clients is only being offered until Decem
ber 31,1998!

A

This is where you start to determine the best strategies for your
clients—with authoritative and convenient instructions that will benefit
your clients and keep your practice on the leading edge. A CPA’s Guide to
Making the Most of the New IRAs will be the only tool you’ll need.
Renowned author and lecturer, Robert Keebler, CPA, MST, presents prac
tical guidance in a package that includes: A guide describing the new
IRAs in detail and leading you through planning computations; an
audiocassette offering a handy, easy-to-use tool that provides an overview
of planning ideas for your clients; and a diskette from Benchmark Soft
ware providing you with vital guidance to make key calculations easier to
handle.
Price: $35.00. To order, call 800-862-4262. ♦
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2. Diligent saving
3. Living below your means

Francis C Thomas, CPA/PFS

The Pension Answer Book 1998 by
Stephen J. Krass, Esq., Panel Publishers

This book provides quick, clear and
comprehensive answers regarding pen
sions and the administration thereof.
Victor Grigoraci, CPA

Personal Financial Planning Portfolio:
Investment Risk and Portfolio Design, by
Larry Fowler, W. Mears, Jeffrey Rattiner,
and Mary Lauritano. Harcourt Brace
Professional Publishing.

A good basic “how to” explanation of
investing terminology and strategy.
Explains risk, risk measurement, returns,
risk tolerance and asset allocation in
terms easy enough for a client to under
stand. A good introduction to investing.

Rebecca Whitby, CPA
Rick Blooms Guide to Understanding
Investing (videotape)

The videotape is a comprehensive
guide to investing in no-load mutual
funds. The tape will show you how to
determine your goals and risks including
recommendation on several no-load
mutual funds. The tape can be purchased
for $19.95 plus $3.95 shipping and han
dling by calling 1-800-262-4850 .
Richard Edwards, CPA

Selling the Invisible by Harry Beckwith,
Warner Books
This book will open your eyes to
new ideas for selling services. It will
help you position your services and
understand prospects, buying behavior
and communication.

Phyllis Bernstein, CPA
Selling to the Affluent, Marketing to
the Affluent and Networking With the
Affluent by Dr.Thomas J. Stanley, Irwin
Professional Publishing.

Marketing to the Affluent was pub
lished in 1988. I have used it as a guide
in finding clients who are truly affluent
and in approaching them. Selling to the
Affluent, which came out in 1991, elabo
rated on techniques to prospect for
PFP DIVISION

affluent clients and selling services to
them. Networking, which was published
in 1993, explains various techniques for
networking among affluent people and
their advisers. All three books are great
and have helped me focus on the special
qualities and techniques to find the
clients who can afford to pay for your
services and generate excellent refer
rals. The books are expensive, but worth
every penny. Just one new client will
return your investment many times over.
The books are real eye openers and will
show you why you have not succeeded
in marketing to the wealthy. I recom
mend all three!!!

F. Bill Billimoria, CPA
Smart Assets: Turning You and Your
Business Into A Wealth Machine by
George Brenner, JD, CLU, ChFC,
McGraw-Hill
I give it to CPAs and attorneys as an
easy-to-read “how-to” book for address
ing the many issues facing business
owners. Very practical ideas that the
business owners themselves will under
stand without needing a CPA or attor
ney to explain.

J. Victor Conrad, CPA, CFP CFS

Wealth Management: The Financial
Advisers Guide to Investing and Manag
ing Your Clients Assets by Harold R.
Evensky, Irwin Professional Publishing
This book describes in detail how a
very successful colleague deals with
practice issues and client matters.
Susan Kimmel, CPA

Wealth Preservation and Protection for
Closely Held Business Owners (and Oth
ers') by Jonathan G. Blattmachr, Libey
Publishing

Excellent study guide for the PFS
exam. Realistic and innovative ap
proaches to financial planning. A must
for those who practice.
Charles Sarowitz, CPA

More Lessons Learned:
The CPA as a Trustee And
Adviser to Trustees
by Murray R Schwartzberg, Esq.
ore and more CPA financial
planners are acting as trust
ees for clients or family mem
bers. This fact was most evident at
Ronald Linder’s session, The CPA as
Trustee and Adviser to Trustees. In fact,
when polled as to who was a trustee,
almost all session participants raised
their hands. This reflects a willingness
among CPAs, when asked by clients, to
step into the role of trustee to replace
the shrinking number of trust compa
nies and experienced trust officers.

M

As Linder pointed out, however, the
trustee’s role should be undertaken with
an understanding of the responsibilities
of a trustee, the local law governing
trustees and trusts, the terms of the trust
in question, and the family circum
stances and dynamics surrounding the
creation of the trust.
Not all trusts are friendly. What if, for
example, a first wife and second wife
own competing interests (present vs.
future beneficiary) in a trust. There prob
ably will be a constant battle over any
allocations made between income and
principal. This type of conflict is a nowin situation for the trustee, especially if
the trust instrument fails to provide the
necessary detailed guidance. The result
may be that you, the CPA-trustee, are
caught in the middle and neither the trust
beneficiaries nor you will be happy. So,
although there is growing demand for
your services, be careful before assuming
the mantle of trustee.

Another pitfall—or possibly a temp
tation—to avoid is doing the estate plan
ning work and having your client name
you as trustee and executor of the estate.
This situation raises the specter of a
possible conflict of interest. If, however,
the settlor of the trust is made aware of
the conflict and the beneficiaries are not
adversarial, accepting the trusteeship
could work.

According to Linder, in any trustee
ship, your relationship with the benefi
ciaries is of prime importance. If the
relationship is not good at the outset,
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your job as trustee much easier.

The CPA as a Trustee and Adviser to Trustees
Continued from page 11
one or more of the beneficiaries will
petition to have you replaced. The situa
tion is a loser from the start. In contrast,
if relations are good, a well-drafted trust
instrument should provide the protec
tion for both beneficiaries and trustees.

A well-drafted trust instrument will
provide you, the trustee, with the power
to retain other professionals to perform
needed work. The list of professionals
includes attorneys, appraisers and
investment advisers. This will provide
you as the trustee with the opportunity
to seek qualified professional advice as
needed. Be sure there is a provision
allowing the trust to compensate the
advisers. Otherwise the responsibility is
that of the trustees.
To allow your trusteeship to run
smoothly, a trust for a surviving spouse
should provide for a cotrusteeship with
the beneficiary-spouse. This will ensure
that the beneficiary spouse feels a high
level of security, allowing the trustee
ship to proceed peacefully. Linder made
sure all understood that the trustee is on

the line and subject to question by all
beneficiaries. So maintaining the bene
ficiaries’ peace of mind is most impor
tant.
Another important pitfall that Linder
pointed out is a failure of the trust instru
ment to clearly state the purposes of the
trust. For example, a trust designed to
educate a child should describe the type
of education. Is it to be merely under
graduate school or does it include profes
sional or graduate school? And the qual
ity of the education should not be over
looked. Make sure that it is clear that the
trust can pay for a college like Princeton
and not just the local community college
or state university.

Linder’s advice on clear instructions
also applies to other support areas.
There should be some indication of the
quality and level of support. For exam
ple, is it merely going to be food on the
table or nightly dinners at local four-star
restaurants? Providing these directions
in the trust instrument should make

In addition to the quality-of-life con
siderations, which are too often over
looked, Linder pointed out the need for
the trust instrument to set out the
investment rules that you will have to
operate under. And last, and probably
most important, were his insights about
compensation. His closing words were,
“Don't enter a trusteeship in which you
are not satisfied with the compensation
arrangement.” ♦

Visit the New PFP Forum on the AICPA
Website. We are pleased to announce a

new opportunity for you to get involved
by sharing client success stories, asking
and answering technical and practice
management questions and just chatting
with each other. You can join the PFP
Forum by visiting the AICPA website at
www.aicpa.org. Our goal is to provide
the AICPA’s website with a rich and reg
ularly updated collection of PFP material
available only to PFP Section members.
To locate the PFP area, click on “member
matters” when you get to the AICPA site.
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